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NATIONAL INSURANCE 

Memorandum by the Minister of National Insurance on 
proposed changes in the National Insurance scheme 

1. In the course of his Budget Speech the Chancellor of the Exchequer 
announced that the Government intended to .introduce a Bill making a 
number of important improvements in National Insurance benefits. The 
Bill will be introduced almost 'at once and copies will be available within 
the next few days. It will be accompanied by a memorandum by the 
Government Actuary explaining the financial implications of the various 
changes. This paper outlines the changes proposed. 

2. The improvements it is proposed to make fall under various heads : — ■ 

(а) The rate of retirement pension for men of 70 and over (women of 

65 and over) will be increased ; 

(б) the increments to be earned by continuing at work beyond ages 

65 (men) 60 (women) will be improved ; 

(c) provision will be made to enable people who have retired to return 
to regular work and requalify for increments ; 

(rf) the rate of widowed mother’s allowance will be increased ; 

(e) the earnings limits applicable to retirement pensioners and widows 
will be raised ; 

(/) the allowances payable in respect of dependent children to men and 
women in receipt of national insurance benefits will be increased. 

It may be necessary to bring the provisions of the Bill into force on 
different days but it is hoped that all the main provisions will l be in operation 
in the week beginning 1st October next. 

Retirement pensions 

3. The basic rates of retirement pension ■will be increased by 4s. for men 
of 70 and over and for women, including widows, of 65 and over. There 
are just over 3 million pensioners in this group who will benefit from this 
provision, except in so far as they are already in receipt of equivalent 
supplementation from the National Assistance Board. 

4. The increments which a .man, or a woman insured in her own right, 
can earn 'by deferring retirement beyond the minimum pension age (65 for 
men, 60 for women) will also be increased. T'he increase in pension on 
eventual retirement in future will be Is. 6d. instead of, as at present. Is. for 
every 25 contributions paid after the new provisions become operative. The 
increments on his wife’s retirement pension due to a man’s contributions will 
remain at the existing rate of Is. during his lifetime ; if his wife survives 
him her retirement pension will be re-calculated by reference to the new 
rate of Is. 6d. 

5. This means that in future a man who continues at work for the full 
period of five years after the new provisions take effect and then retires at 
70 will be able to receive a pension of 45s. If he has a wife who is not 
more than five years younger than himself, the combined pensions for the 
two will be 75s. ; if the wife survives her husband her pension will be 45s. 
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6. These improvements in the increments to be earned by deferring 
retirement are designed to encourage men and women now working to 
remain at work beyond the present minimum pension age. They may = also 
lead others who have already retired to wish to resume full time employment 
and take advantage of the higher rate of increment that will be available 
in future. People 'below age 70 (men) 65 (women) who have already retired 
and are drawing retirement pensions will accordingly be able to elect, at 
any time during the six months following the new appointed day, to be 
treated as though they had not retired. If they do so elect they will 
forgo their pensions for the time being but will be able by paying con- 
tributions to qualify for increments at the new rate. If a man who thus 
resumes regular work is married and his wife is drawing a retirement pension 
whether on his insurance or her own, she will be allowed to retain her 
pension notwithstanding the fact that her husband is no longer treated 
as having retired. 

7. To help retirement pensioners who, though capable of some work, do 
not feel able to undertake full time work, the amount whioh a man or 
woman in receipt of a retirement pension can earn without affecting the 
amount of his or her pension will be increased from 20s. to 40s. 

Widowed Mothers 

8. The existing provision for widowed mothers will be improved in 
three ways: — 

(a) The allowance to a widowed mother with one child will be increased 
from 33s. 6d. to 40s. 

(ft) If she has been left with more than one child dependent on her she 
will receive an extra 2s. 6d. for each child after the first. This 
will toe paid in addition to any family allowance to which she may 
be entitled. 

(c) The amount she can earn without affecting her allowance will be 
increased to 40s. Moreover, that part of her allowance which 
exceeds 30s. will in no circumstances be affected by earnings. For 
example, if she has two children she will receive 47s. 6d. including 
a family allowance, of which 17s. 6d. will not toe affected by 
earnings in any case. 

There are rather more than 100,000 widows in receipt of these allowances. 

Other Widows 

9. The amount which a widow pensioner can earn without affecting her 
pension will be increased to 40s. 

Rates for Children 

10. If a person drawing unemployment or sickness benefit, widow’s 
allowance or retirement pension has a dependent child or children, benefit 
is at present increased by 7s. 6d. in respect of the first ohild but there is 
no increase in respect of subsequent children for whom family allowances 
are normally payable. In future the increase of benefit in such cases will 
be 10s. in respect of the first child and in addition to any family allowance 
due 2s. 6d. will be paid for each subsequent child. Similar changes will 
be -made in the increases of benefit for children under the National Insur- 
ance (Industrial Injuries) Act. 
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Cost of proposals 

11. It is estimated 'that these proposals will cost about £39 million in the 
first full year and that the cost thereafter will increase. The actuarial con- 
siderations on which the proposals as a whole are based are explained in 
a memorandum by the Government Actuary which will be published with 
the Bill. But he has advised that no increase in existing contributions of 
insured persons or of employers is required to meet the cost of these 
proposals beyond the extra 4d. (2d. payable by the employer in the case 
of employed persons) which, as is already provided for by the National 
Insurance Act. 1946, is to come into force next October. 
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